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SIXTY-FIRST ANNUAL REPORT 


The Board of Directors of the American Telephone and Telegraph 
Company presents herewith the management s accounting of its stew¬ 
ardship for the year 1945 for the information of stockholders, em¬ 
ployees, telephone users and the entire American people who have 
entrusted to private enterprise the responsibility for carrying on this 
essential national service. 


A s the Nation turned from war to peace, demands upon the Bell 
System for telephone service increased sharply beyond even the 
previous peak levels reached in war-time. Accordingly, the American 
Telephone and Telegraph Company and its Associated Companies 
furnished more domestic and overseas communication service in 1945 
than in any other year.. 

With the end of demands on the System to produce great quantities 
of electronic and communication equipment for the armed forces, the 
entire organization swung into a program to give telephone service 
with all possible speed to waiting customers whose orders have been 
delayed by shortages of facilities caused by the war. 

This program is the first order of business and is being pushed with 
the same energy that the Bell System organization exerted to provide 
the communication services and combat equipment needed to help win 
the war. 

The Western Electric Company, manufacturing branch of the Sys¬ 
tem, has reconverted from large-scale production for the Army and 
Navy to large-scale production for the telephone companies. At the 
end of December, its annual production rate was approaching the 
highest reached in any previous peace-time year. Additional telephone 
equipment is also being obtained from other suppliers and from Gov¬ 
ernment surplus, and facilities no longer required in military establish¬ 
ments and war plants are being recovered for civilian uses. Large in- 
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stallation forces are being steadily augmented and their work especially 
organized to provide service in double-quick time. 

As evidence of accomplishment, the gain in telephones in the last 
quarter of 1945 alone was 560,000, by far the highest in any quarter 
in history. Increases are currently running at the rate of about 250,000 
a month, or 3,000,000 a year, which is more than twice the largest 
annual gain ever recorded. This record-breaking pace of installation 
work has already enabled the System to provide service to a substan¬ 
tial proportion of the customers who have been waiting a long time. 
However, since the end of the war the volume of new orders for service 
has likewise broken all records, so that the total number of held applica¬ 
tions for main service—including those just added to the waiting list— 
is still very large. By the end of 1945, this total had been reduced to 
2,000,000 from the peak of 2,170,000 reached in September. Steady 
reductions are expected each month, with the emergency program con¬ 
tinuing in full force until the last waiting customer has been served 
and all telephones are once again installed promptly on request. 

The scope of the overall program and the capacity of the Bell System 
to provide communication service may be measured by the fact that 
the System expects in a matter of months to make, install and put in 
service more new telephones than there were in all of France and Bel¬ 
gium together before the war. 

Use of toll and long distance service also set new records in 1945. 
Despite construction of much new plant, the load on long distance fa¬ 
cilities continued to be excessive. The System is now engaged in the 
largest intercity construction program in its history and is introducing 
new types of plant and new operating methods for the purpose of not 
only restoring but bettering the service standards achieved before the 
war. 

In this and all phases of Bell System enterprise to improve telephone 
service and to reduce its cost, Bell Telephone Laboratories, the System’s 
research organization, plays an essential part. During the war, Bell 
Laboratories made outstanding contributions to the development of 
military communication equipment, radar and a variety of important 
weapons. Today, Laboratories scientists and technicians are again de¬ 
voting their skill and knowledge to providing better communication 
service for the American people, and they have many promising new 
developments under way. 
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There were 22,445,500 Bell System telephones in service at the end 
of 1945, an increase of 865,200 for the year, as compared to an increase 

of 333>7°P in J 944- 

As in previous years, there was cordial and effective co-operation 
bet\ ; een the Bell System and the 6,000 independently owned connect¬ 
ing telephone companies which operate more than 5,400,000 tele- 
phones in all parts of the United States. 

The friendly understanding of the public and the willingness of 
customers to help in meeting telephone problems were important fac¬ 
tors—as they were all through the war—in enabling telephone people 
to overcome difficulties in rendering service. 

Earnings 

Bell System operating revenues in 1945 were $1,930,889,000, an 
increase of $161,185,000, or 9.1 per cent over 1944. Operating ex¬ 
penses before taxes increased $137,604,000, or 12.1 per cent. Total 
income available for interest and dividends amounted to $230,405,000, 
which was $5,619,000 more than in 1944. Interest charges were 
reduced by $1,775,000. Net income of the System applicable to 
American Telephone and Telegraph Company stock for 1945 was 
$177,058,000, or $8.93 per share, compared with $8.89 in 1944. The 
average number of shares outstanding increased from 19,099,723 in 
1944 to 19,820,883 in 1945 as the result of bond conversions. 

Net income of the Company for 1945 (which includes the Com¬ 
pany’s interest in earnings of subsidiaries only to the extent that such 
earnings have been received as dividends) was $8.66 per share, com¬ 
pared with $8.54 per share in 1944. 

Bell System earnings during the war years have been subnormal. 
During the four years beginning with 1942, earnings on invested capi¬ 
tal averaged only 5.5 per cent, the lowest in the history of the System, 
except during the worst years of the depression in the early 1930’s. 
With the volume of business and operating revenues at record levels 
in 1945, earnings on the total capital invested in the business were still 
only 5.5 per cent. 

The Bell System will require substantial amounts of new capital to 
finance the construction program which lies ahead of some two billion 
dollars to be spent as rapidly as it can get equipment and material 
manufactured and put in service. Already large amounts of equip- 
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ment are being installed to meet backed-up service demands, to restore 
normal telephone plant margins and to take care of growth. In addition, 
there has probably never been a time when there have been more new 
developments capable of being translated into better and more valuable 
service for telephone users. If the large sums necessary for such a pro¬ 
gram are to be obtained when needed and at a reasonable cost, earnings 
must be maintained at adequate levels. Those with funds to invest 
are free to go where the record and the prospects look best. The Sys¬ 
tem’s earnings during the four war years have been lower than will be 
necessary in the period ahead if its credit is to be kept on a sound basis 
and the new money required for post-war construction obtained. Jobs 
and better telephone service, as well as dividends, are dependent on 
adequate earnings. 

Taxes 

Taxes for the Bell System, including the Western Electric Company 
and the Bell Telephone Laboratories, amounted to $466,029,000 in 
1945, compared with $514,393,000 in 1944. Of these amounts, 
$307,107,000 in 1945 and $360,138,000 in 1944 were payable to the 
Federal Government. Total taxes, which amounted to $15.09 a share 
of American Telephone, and Telegraph Company stock in 1941, 
amounted to $22.83 a share in 1945. 

In addition, certain excise taxes paid by the users of telephone serv¬ 
ice are collected by the telephone companies and turned over to the 
Federal Government. In 1945, such taxes amounted to $290,000,000. 
During the four war years ending with 1945, the total taxes paid by 
the Bell System to the United States Treasury, including those collected 
from customers, amounted to more than two billion dollars. 

Service 

In addition to the emergency program to provide additional equip¬ 
ment to serve waiting customers, existing facilities are being used to the 
limit to provide service for the greatest number of people even though 
this may temporarily have some adverse effect in some places on the 
speed and quality of service. 

The number of toll and long distance messages in 1945 was about 
1,543,000,000, or 13.2 per cent above 1944. Long distance conversa¬ 
tions handled by the Long Lines Department of the Company increased 
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to nearly 200,000,000, about 1 x .6 per cent above 1944- Notwithstand¬ 
ing this large increase in volume, long distance calls were bandied at 
almost the same average speed as in 1944. Nearly 85 per cent were put 
through while the customer remained at the telephone and 95 per cent 
within less than ten minutes. This is not up to pre-war standards and 
every effort is being made to improve it. The speed of service on tele¬ 
typewriter exchange calls, which interconnect the typewritten word as 
telephone calls do the spoken word, was improved to 1.5 minutes, about 
the same as before the war. 

Despite shortages and other handicaps during the war, the rate of 
plant troubles reported by customers remained low in 1945 an( l 95 P er 
cent were cleared on the day reported. 

Since telephones were being installed, in the latter part of the year, 
at a faster rate than it was possible to increase the operating force, there 
was some reduction in the speed with which operators could answer 
calls, particularly in manual (non-dial) central offices. In dial offices, 
which now handle about two-thirds of all local telephone calls, service 
has remained on the whole as good as in pre-war years. 

Plant and Facilities 

Total expenditures for new construction were $255,000,000 in 1945, 
compared with $170,000,000 in 1944 an< ^ $ I 54 > 000 > 000 I 943 > ^x- 

change plant construction, including installation of equipment at cus¬ 
tomers’ premises, accounted for $165,000,000 of the 1945 expenditures 
and $90,000,000 went into additional toll and long distance circuits 
and associated switching equipment. 

Investment in Bell System telephone plant at the end of the year 
totaled $5,702,057,000, an increase of $189,662,000 during 1945. 
Depreciation and amortization reserves were $2,051,763,000, or 36 per 
cent of the plant investment. 

Conservation of scarce materials, to provide for war needs, continued 
to be necessary throughout a large part of the year. While War Produc¬ 
tion Board restrictions governing the use of many of these materials 
were subsequently lifted, lead, antimony, tin and crude rubber, all of 
which are important constituents of the materials required for telephone 
plant, were still in short supply at the end of 1945 and continue under 
Government control. 

In 1945, the Western Electric Company delivered 1,075,000 tele- 
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phones, of which 605,000 were shipped in the last quarter. At the end 
of the year, the rate of production—over 1 ®,ooo telephones per day— 
was the highest in the history of the System. In addition to the tele¬ 
phones manufactured by the Western Electric Company, telephones 
were purchased from other manufacturers to the extent available. 

Additions to toll and long distance circuits in 1945 were the largest 
ever made in one year and amounted to two and one-half million miles, 
but even this was not sufficient to catch up with the continually in¬ 
creasing demand. At the end of the year, about four million additional 
circuit miles were still needed to restore service to normal. 

The coaxial cable network was substantially expanded. This is a 
form of facility suitable for both telephone and television transmission. 
In fact, the coaxial cable between New York and Washington is now 
being used experimentally by several television broadcasters on a regu¬ 
larly scheduled daily basis. By the end of 1945, 2,200 route miles of 
coaxial cable had been manufactured and about 1,600 miles placed. 
During the year, circuits were operated over the newly installed At- 
lanta-Jacksonville coaxial cable. Work was pushed ahead on the trans¬ 
continental coaxial system and telephone service to Los Angeles over 
this cable, which follows a southern route, is expected in 1947. 

Besides the coaxial cables mentioned above, other extensions of the 
toll cable network covered more than 1,000 route miles. These brought 
the total cable network up to more than 35,000 route miles. 

Work is moving ahead steadily on an experimental radio relay sys¬ 
tem between New York and Boston, of a type suitable for telephone 
or television transmission and plans have recently been made for the 
construction of a similar system between Chicago and Milwaukee. 
Present indications are that radio relay systems, as well as coaxial cable 
and possibly other methods, will play an important part in the exten¬ 
sion of Bell System facilities capable of carrying television as well as 
telephone service. 

The Bell System is keenly aware of the public’s interest in television 
and expects to play an active role in bringing this new art to the public, 
just as it made possible nation-wide radio broadcasting by providing the 
wire networks which interconnect sound radio broadcasting stations. 

Bell System Financing 

The year was marked by the exceptionally large amount of refunding 
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operations undertaken by Bell System Companies. American Telephone 
and Telegraph Company called for redemption its $175,000,000 3 14 % 
Debentures of 1961 and its $160,000,000 3V 4 % Debentures of 1966, 
and sold two issues of 2%% Debentures—$175,000,000 due in 1980 
and $160,000,000 due in 1975. 

New England Telephone and Telegraph Company retired $20,000,- 
000 3^4% Mortgage Bonds due in 1968 and sold $20,000,000 2?4% 
Mortgage Bonds due in 1975. 

Southern Bell Telephone and Telegraph Company retired $45,000,- 
000 3^4% Debentures due in 1962 and sold $45,000,000 2%% Deben¬ 
tures due in 1985. 

Southwestern Bell Telephone Company retired two issues of Mort¬ 
gage Bonds—$30,000,000 3% Bonds due in 1968 and $45,000,000 
^Yi% Bonds due in 1964—through the sale of $75,000,000 2%% Deben¬ 
tures due in 1985. 

The Pacific Telephone and Telegraph Company retired two issues of 
3 ^ 4 % Mortgage Bonds aggregating $54,568,000, both due in 1966, and 
sold $75,000,000 2 l A% Debentures due in 1985. 

New York Telephone Company retired its $25,000,000 Refunding 
Mortgage 3^4% Bonds, Series “B”, through the use of treasury funds. 

During the year, $77,681,900 of the American Telephone and 
Telegraph Company’s Convertible 3% Debentures were converted into 
stock at the conversion price of $140 per share, leaving $85,639,200 of 
these Debentures still outstanding on December 31, 1945. Cash pay¬ 
ments in the amount of $31,072,760 were received upon such conver¬ 
sions and were credited to the stock premium account. 

Of the $26,462,272 4% Notes of the Company’s principal tele¬ 
phone subsidiaries held by the Trustee of their Pension Funds at the 
beginning of 1945, $21,376,069 were retired during the year, leaving 
$5,086,203 outstanding. This compares with $140,000,000 outstand¬ 
ing at the end of 1937. 

At the close of 1945, outstanding debt obligations of the Bell System 
were $103,625,969 less than at the beginning of the year, while capital 
stock outstanding, including premiums, had increased by $108,814,- 
241. The total invested capital—long-term debt and stock equity—of 
the Bell System was $4,085,585,000. Debt obligations were $1,268,- 
725,000, comprising 31.1 per cent of the total, as compared with 33.5 
per cent at the end of 1944. 
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Cash and temporary cash investments of the System telephone com¬ 
panies amounted to $445,769,000 at the end of 1945. Included in these 
assets are the Company’s temporary investments of $272,045,000 in 
Government obligations, $ 11,000,000 demand note of Western Electric 
Company, and cash balance of $11,454,000. Net current assets of the 
System at December 31, 1945, were $115,337,000. 

The “VT” credit, which was arranged by Western Electric Company 
in 1943 with nine banks, was terminated in November, 1945. 

Stockholders 

The number of stockholders of record increased by 15,884 during 
1945 to a total of 683,897 at the end of the year. Half of the stock¬ 
holders have held shares for ten years or more. The average number of 
shares held at the end of 1945 was 29.5 with no stockholder holding 
as much as one-half of one per cent of the total stock. Holders of one 
to five shares numbered 208,600, and 645,100 stockholders held less 
than 100 shares each. Holders of 100 shares or more each, including 
insurance companies and many other institutions representing large 
numbers of individuals, totaled 38,800 and held 47 per cent of the 
stock. Approximately 55,000 Bell System employees own stock in the 
Company. 

Rates 

While prices of most things increased during the war years, telephone 
rates did not. On the contrary, long distance interstate rates have been 
reduced substantially. Viewing Bell System earnings as a whole, there 
is nothing in the present or near future outlook that would justify any 
rate decreases whatever. Earnings on the interstate portion of the busi¬ 
ness have been abnormally affected by the extraordinary volume of long 
distance calls and by the temporary overloading of the long distance 
plant due to shortages of new equipment during the war period. This 
interstate business is under the exclusive regulatory jurisdiction of the 
Federal Communications Commission which has insisted that earnings 
on such business should be considered by themselves, regardless of 
overall System earnings. 

During 1945, two major reductions in rates for these services were 
agreed upon. On July 1, reductions amounting to $21,000,000 annu¬ 
ally were made on the longer haul traffic. For instance, the maximum 
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rate for any three-minute station-to-station call from any point to any 
other point in the United States was reduced from $4.00 to $2.50. In 
November, further reductions in rates for certain interstate services 
were agreed upon, to be effective February 1, 1946, amounting to over 
$20,000,000 annually. 

Employees 

At the end of the year, there were 474,500 employees in the Bell Sys¬ 
tem, including Western Electric Company and Bell Telephone Labora¬ 
tories. This is the largest number of employees in the history of the 
business and represents an increase of 34,800 over 1944. Of this total, 
64 per cent were women, as compared with 68 per cent at the end 
of 1944. In Western Electric, there was some reduction of personnel 
occasioned by the cancellation of war contracts following V-J Day. Since 
that time, however, as a result of speedy reconversion, Western Electric 
employment has been increasing. 

To replace losses and secure the required increase in personnel, it 
was necessary to employ more than 209,000 people, 83 per cent of 
whom were women. Continued emphasis on the recruiting of women 
was necessary to accomplish this. The number of men available has 
increased appreciably as demobilization progressed. During 1945, more 
than 17,000 veterans of World War II who had not previously worked 
for the Bell System, were hired, some of whom had service-connected 
disabilities. 

The total payroll of the Bell System for 1945, including the Western 
Electric Company and the Bell Telephone Laboratories, was $1,190,- 
546,000, an increase of $116,618,000 over 1944. 

During 1945, wage increases totaling $124,515,000 on an annual 
basis have been put into effect. These increases include post-war wage 
adjustments agreed to in nine companies which total $36,575,000 on 
an annual basis. 

Post-war wage negotiations have been concluded or are under way 
in all companies. Wage progression increases normally made as em¬ 
ployees’ services and experience increase and not included in the wage 
increases referred to in the preceding paragraph, amounted for the year 
1945 to $24,000,000. For the third successive year, the schedules of 
pay for Bell System employees have increased above those for all pre¬ 
ceding years. 
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Bargaining between the companies and labor unions has continued 
throughout the year as existing agreements expired or were canceled. 
Until October 30, 1945, wage agreements reached between the com¬ 
panies and the unions required War Labor Board approval. A National 
Telephone Commission was established by the War Labor Board in 
June, 1945 to handle Bell System and Independent telephone cases, in 
an endeavor to expedite settlements. Before August 18, 1945, where 
agreements could not be reached with the union and efforts of the 
United States Conciliation Service were unsuccessful, the cases were 
referred to the War Labor Board which ordered settlements. Later on, 
the Board made recommendations for the settlement of those cases 
already pending before it and accepted no new cases. 

On October 5, 1945, most of the affiliated unions of the National 
Federation of Telephone Workers staged a four-hour work stoppage 
in protest against the recommendation of the National Labor Rela¬ 
tions Board Trial Examiner that the Western Electric Employees’ 
Association at Kearny, New Jersey, a National Federation of Tele¬ 
phone Workers affiliate, be disestablished on the grounds of company 
domination. Approximately 200,000 employees participated. The 
stoppage was stated to be for the purpose of attending mass meetings 
to determine future support of this Kearny union. Long distance, toll 
and local manual service w ? as seriously affected and only priority and 
emergency calls were handled in the affected areas. Local service in 
dial areas was practically normal. 

On November 19, 1945, the traffic employees of the Illinois Bell 
Telephone Company, except local operators in Chicago, went out on 
strike as a result of a wage dispute in which the National Telephone 
Commission of the War Labor Board had recommended a wage in¬ 
crease less than the union had demanded. Employees of the Long 
Lines Department of the American Telephone and Telegraph Com¬ 
pany and certain Illinois Bell Telephone Company and Western Elec¬ 
tric Company employees in the area refused to cross the picket lines. 
The strike ended on November 24 by an agreement between the com¬ 
pany and the union accepting the War Labor Board’s recommendation 
and providing a basis for negotiating post-war wage adjustments. 

On January 9, 1946, the union representing approximately 7,700 
employees of the Western Electric Company, who install switchboards 
and equipment throughout the System, struck because of a wage de- 
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mand, and on January 11 threw picket lines around many of the larger 
local and toll offices of the telephone companies. The employees of a 
number of the companies did not pass through the picket lines and this 
seriously interfered with the long distance, toll and local manual 
service. Local dial service was not affected. When the pickets were 
withdrawn on January 14, normal service was restored. 

Also in the early part of January, 1946, the telephone operators in 
Washington, D. C. were absent from duty for a period of eight days 
in connection with a disagreement on working practices. Seventeen 
thousand employees in the Western Electric Company plant at Kear¬ 
ny, N. J., including satellite locations in the New York Metropolitan 
area, struck on January 3 over wages, and as this report goes to press 
have not as yet returned to work. 


Employees in the Services 

Twelve hundred and thirty of the System’s employees have given 
their lives for their country. 

During World War II, a total of 67,700 Bell System employees have 
entered the armed forces, of whom 61,500 were men and 6,200 were 
women. By the end of 1945, 26,500 had applied for reinstatement in 
the Bell System and have been suitably placed. Current experience 
indicates that 94 out of each 100 Bell System employees who entered 
the armed forces are returning to their Companies. 

In accordance with the policy adopted for members of the Bell System 
returning from service in the armed forces or Merchant Marine within 
the period specified by law, these employees receive full credit for Bell 
System service under the Benefit and Pension Plan for the entire period 
of absence. They return to the payroll at the rate of pay they would 
have been receiving if they had been continuously on duty with the 
Company during the period of absence in the position they held at the 
time they left. 

Of the employees who have already returned to work, 1,100 had some 
degree of disability. It has been possible to place most of these em¬ 
ployees on their old jobs or a new job at the same or a higher rate of 
pay. In the few cases where this could not be done because of the 
nature of the disability, the actual work assignments were based on 
utilizing the disabled employees' skills to the fullest extent. 
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Western Electric Company 

Reconversion from heavy war production to high-rate peace-time 
manufacture by the Western Electric Company was well advanced in 
1945 - 

In four years—1942 through 1945—the Company supplied to the 
Government more than $2,000,000,000 worth of communication, elec¬ 
tronic and other specialized equipment. Radars of seventy types sup¬ 
plied by Western Electric Company represented in dollar volume half 
of all the radar bought by the Government. 

Western Electric’s sales to the Government for the year 1945 
amounted to $650,429,000, or 76 per cent of its total sales, compared 
with $788,860,000, or 85 per cent in the previous year. Government 
sales for 1945 included $133,258,000 in claims against contracts ter¬ 
minated. 

Total sales of Western Electric Company, including subsidiaries, 
amounted to $860,713,000, compared with $926,851,000 in 1944. 
Sales to the Bell Telephone Companies amounted to $188,916,000, or 
22 per cent. 

Turning to its peace-time functions, Western Electric, within four 
months after V-J Day, was making telephones at a higher rate than at 
any previous time in history. Also cable, wire, central office equipment 
and other items essential to telephone service were being produced at 
rates approaching pre-war levels. 

To speed production of telephone sets and obtain space for expanding 
manufacture of other telephone equipment at its Hawthorne Works, 
near Chicago, the Company transferred telephone instrument produc¬ 
tion from Hawthorne to a newly leased modern factory building nearby. 
On Saturday night, December 15, just fifteen days after the new prop¬ 
erty was leased, production at Hawthorne stopped. The next day, tools 
and equipment were moved from Hawthorne to supplement conveyor 
lines already installed at the new location, where the first day’s produc¬ 
tion on Monday, December 17, equalled the final day’s output at 
Hawthorne. 

Property has been purchased in Allentown, Pennsylvania, for a new 
factory to produce electronic components vital to communication equip¬ 
ment. Additional facilities were provided at Point Breeze, Maryland, 
to expand production of coaxial cable, and further additions to the wire 
and cable shops have been authorized for 1946. 
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Special off-the-job classroom instruction to supplement the training 
of employees who install central office equipment for the telephone com¬ 
panies began immediately after V-J Day and by the end of the year had 
been given to more than 3,000 men in 40 cities. This training will be 
further stepped up in 1946. Installation field forces increased from 
4,406 when Japan surrendered, to 8,666 by the end of the year, work¬ 
ing in more than 1,000 locations from coast to coast. 

Earnings of Western Electric Company, including subsidiaries, 
amounted to $ 15,126,000 in 1945, or less than 2 per cent on total sales, 
compared with $13,858,000 for the preceding year. Earnings resulting 
from Government business are subject to renegotiation. Renegotiation 
proceedings for the year 1945 have commenced and the Company 
believes that adequate provision has been made for any adjustment 
which may arise therefrom. Renegotiation proceedings for the years 
1943 and 1944 were concluded in 1945. While refunds were made to 
the Government which had a net effect, after taxes, of $1,275,000 for 
1943 and $1,154,000 for 1944, adequate provision therefor had been 
made in the accounts for those years. 

Research 

The remarkable technical developments associated with the war, 
such as radar, atom bombs and radio controlled missiles, have convinced 
everyone of the power of scientific research. But they may have given 
a wrong impression to some as to the nature of research accomplishment, 
for these things were not wholly done under the stress of war, but were 
products growing out of many years of patient and unspectacular funda¬ 
mental research. So, too, were the great war developments in communi¬ 
cation. 

It has long been the policy of the Bell System to pursue a continuous 
and vigorous program of fundamental research. It is on a foundation 
of such research that telephone progress both in peace and war has been 
built. This policy on the part of the Bell System proved to be of great 
national advantage during the war, for it enabled Bell Telephone Lab¬ 
oratories to contribute to the development of new tools of war with a 
foundation of vital knowledge. Notable especially was the knowledge 
that had been accumulated on the methods of measurement and prop¬ 
erties of very short radio waves. The application of this knowledge, 
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which was made freely available to all properly concerned, contributed 
greatly to the development of radar, which proved such an important 
tool both for offense and defense. The advanced position of Bell Lab¬ 
oratories in ultra-short wave radar was one of the essential factors con¬ 
tributing to the success which marked the turn of naval warfare in the 
Pacific. 

The results of telephone research proved to be valuable in many other 
military problems, enabling Bell Telephone Laboratories to play a key 
part in such a diverse array of projects as gun directors, rockets, tor¬ 
pedoes, guided aerial missiles, detection of submarines, magnetic mines, 
and even airplane crew trainers. In all, over i ,200 military projects were 
carried through to completion. While relatively few of these war-time 
projects will find direct application in the Bell System, work done on 
them has added valuable experience to a seasoned research and develop¬ 
ment organization which emerges from the war stronger than ever 
before. Its technical staff is more skilled in searching for new knowl¬ 
edge and more practised in adapting it to useful ends. 

The further we progress in the sciences underlying telephony, the 
greater becomes the promise of future benefits. The areas which we 
have under exploration are steadily expanding and the possibilities as 
they concern our business of electrical communication seem to excel 
anything achieved in the past. 

The Laboratories is proceeding with an addition to the Murray Hill, 
New Jersey, laboratory which will more than double its size. The 
original buildings at that location, which embodied many novel fea¬ 
tures, were occupied just before the war and have proved eminently 
successful. 


Rural Telephone Service 

The Bell System has made a substantial start on its announced pro¬ 
gram to extend telephone service to another million customers in rural 
areas in the next three to five years. The increase in 1945 in the number 
of rural telephones was next to the largest ever achieved, in spite of the 
limited facilities and manpower available. 

Studies on the ground were completed in about 1,500 representa¬ 
tive rural exchanges throughout the System to determine the extent of 
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the rural market and the amount and type of plant required. Likewise, 
the views of thousands of rural customers were obtained regarding their 
service preferences. 

Development of improved and more economical methods of providing 
rural telephone service has been advanced substantially. Activities to 
improve the quality of rural service were also started,including reducing 
the number of parties on lines, improving transmission and installing 
the latest types of telephone instruments. 

Two field trials of a rural power line carrier telephone system were 
started in the latter part of the year. These trials form part of the Bell 
System’s joint programs with the Rural Electrification Administration 
and private power companies to determine the feasibility of transmit¬ 
ting speech and electric power simultaneously on the same wires to pro¬ 
vide telephone service to farms at a distance from existing telephone 
lines. 

In co-operation with the Rural Electrification Administration and 
private power companies, trials were also started on the use of new 
methods and materials which may make it practicable to use the same 
poles for both telephone wires and high voltage power wires in rural 
areas. 

Toll Line Dialing 

As one of the post-war projects of the Bell System, it is planned to in¬ 
troduce methods and equipment which will enable long distance opera¬ 
tors to dial calls directly through to the called telephone even though 
it be at the other side of the continent. The result is expected to be im¬ 
provement in speed, accuracy and reliability of long distance service and 
in overall economies of operation. 

The plan provides for the inclusion of central offices of independent 
connecting telephone companies which desire to participate. About five 
per cent of Bell System toll sw-itchboard calls are already handled by 
direct operator dialing in limited areas. 

Overseas Service 

Rapid progress has been made in the restoration of overseas radio tele¬ 
phone service to countries where service was interrupted during the war. 
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Direct radio telephone service to Europe and Africa now reaches Great 
Britain, the U.S.S.R., France, Italy, the Netherlands, Portugal, Spain, 
Switzerland, Germany and Egypt. Arrangements have also been made 
for the establishment of direct circuits to Belgium, Norway, Sweden, 
Denmark, Austria and Iceland. v 

In the Pacific, direct circuits are now in use to Hawaii, the Philippine 
Islands, Australia, New Zealand and Japan. 

Also, direct circuits are in operation to eight South American coun¬ 
tries, six Central American countries, eight West Indian countries and 
to Bermuda. 

The United States now has, over these Bell System facilities, about 
three times as many direct radio telephone circuits to other countries as 
Great Britain, the nearest competitor. 

With relaxation of war-time restrictions, 280,000 overseas messages 
were handled in 1945, as compared with 130,000 in 1944. At the end 
of the year, more than six times as many overseas calls were being com¬ 
pleted daily as before the war. 

During the year, substantially lower rates were established with 
European and Far Eastern countries, similar to the reductions made to 
Caribbean and South American areas in 1944. For example, the rate 
for a three-minute conversation between New York and London has 
been reduced from $21 to $ 12. 

Extensive research is being continued and considerable progress has 
been made in development of improved facilities to provide better radio 
transmission for overseas service. Improved radio systems are being in¬ 
stalled as rapidly as arrangements can be completed with telephone 
authorities in foreign countries. 


Safety 

Carefully planned safety programs, aided by the enthusiastic co-oper¬ 
ation of all employees engaged in the construction, installation and 
maintenance of telephone plant, enabled the Bell Telephone Com¬ 
panies to establish new all-time safety records in 1945. This is the 
second successive year that a new low accident frequency record has 
been set. This is especially significant in view of the heavy work loads. 
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Services at Military Hospitals 

Particular attention was given during the year to providing the most 
helpful service arrangements at military hospitals, including attended 
telephone centers for patients who were able to move about, and bed¬ 
side service for the convenience of those who were confined to their beds. 
Such special arrangements were provided at more than 80 hospitals, 
serving more than 250,000 beds. Special provision also was made to 
insure the swiftest possible completion of long distance calls from 
patients in military hospitals. 

The Bell System has done and continues to do its utmost to meet the 
telephone needs of service men and women returning from overseas. As 
many as thirty thousand troops have arrived in one day at a single port. 
Generally, the first thing they want to do on arriving in this country is 
to call home. Telephone facilities and personnel at these locations were 
greatly increased to handle the calls expeditiously. This job will not be 
over for the Bell System until the last man back has made his first call 
home. 


Benefit and Pension Plan 

The Plan for Employees’ Pensions, Disability Benefits and Death 
Benefits, which has completed thirty-three years of successful operation 
throughout the Bell System, continues to he both of value to the busi¬ 
ness and assistance to the employees. The Plan plays an important part 
in the efficient operation of the business, aids employees and their fami¬ 
lies in meeting the problems of sickness, accident, and death, and pro¬ 
vides a substantial degree of security to employees upon their retirement. 

In order to have the Plan continue best to fulfill its purpose, several 
amendments have been made effective as of January 1, 1946. These 
amendments included an increase from $30 per month to $50 per 
month in the minimum pension provisions of the Plan, the continua¬ 
tion of disability pensions so long as employees are prevented by dis¬ 
ability from resuming active service with their Companies, making 
mandatory certain death benefits to limited classes of surviving depend¬ 
ents of retired employees, which formerly had been entirely on a dis¬ 
cretionary basis, and several other changes which liberalized treatment 
in certain types of cases. 
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Payments under the Plan are provided without any direct or indirect 
cost to the employees and apply alike to all who become eligible accord¬ 
ing to their ages, lengths of service and rates of pay. All payments under 
the Plan, except service pensions, are made directly by the Companies. 
Service pensions are paid from Pension Trust Funds which are provided 
for by accruing in advance, on an actuarial basis, amounts paid into such 
Pension Trust Funds by the Companies and devoted irrevocably to 
service pension purposes only. 

The Pension Trust Funds of the Bell System Companies, including 
the Western Electric Company and the Bell Telephone Laboratories, 
amounted to $604,209,000 at the end of 1945. Pension accruals added 
to the Trust Funds during the year amounted to approximately $72,- 
247,000, or 6.1 per cent of the payroll. Certain of the Companies made 
payments into their Trust Funds in 1945 in addition to their pension 
accruals, such payments amounting to $12,295,156. Pension disburse¬ 
ments from the Trust Funds during the year were $12,993,000. At 
the end of the year, there were 9,756 men and 5,430 women, or a total 
of 15,186, on the service pension payrolls. 

Other payments made under the Plan to about 90,000 employees 
and dependents of employees in 1945 were: 


Sickness Disability Benefits 

$17,131,000 

Accident Disability Benefits 

922,000 

Death Benefits 

2,811,000 

Disability Pensions 

619,000 

Total 

$21,483,000 


Employee Thrift Plans 

Use of the payroll allotment plans provided by the Companies to en¬ 
courage employee thrift continued at a high level during 1945. 

The principal activity in this connection was the purchase through 
regular payroll allotments of United States Savings Bonds with a ma- 
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turity value of about $125,000,000. In addition to this amount, em¬ 
ployees purchased through the Companies approximately $24,000,000 
of extra bonds in the Seventh War Loan and Victory Loan Campaigns. 
The plans for making payroll allotments for buying Savings Bonds will 
be continued as a regular part of the employee thrift program. 

Employees also laid aside through payroll allotments an amount of 
$44,000,000 for life insurance premiums and deposits in savings 
institutions. 

Vail Medal Awards 

The Theodore N. Vail Memorial Fund, established in 1920, provides 
annual awards for unusual acts of service to the public which carry on 
the Bell System ideals. Gold, silver and bronze medals are awarded to 
individuals, and these medals are accompanied by $1,000, $500 and 
$100 in cash, respectively. During the twenty-five years since the Fund 
was established, 14 gold, 109 silver and 1,085 bronze medals have been 
awarded; and bronze plaques have been presented to the Companies 
where employees have been awarded gold and silver medals. Special 
plaques have also been awarded in 28 cases where groups of employees 
had performed especially outstanding service during public disasters. 

One silver medal, one special bronze plaque, and 22 bronze medals, 
all with accompanying citations, were awarded for acts performed in 
1944. The silver medal award is as follows: 

Lenora H. Doble, Operator, Pitman, New Jersey, “for initia¬ 
tive, resourcefulness, persistence and effective use of telephone 
facilities in an emergency.” 

The special plaque was awarded to a group of Plant, Traffic, Com¬ 
mercial and Engineering employees at Cleveland, Ohio, for their quick 
response and untiring aid when storage tanks of liquefied gas exploded, 
causing widespread disaster. 

Service to the Nation 

“Service to the Nation in Peace and War” is the tradition, the constant 
purpose and the daily work of the Bell System. From Pearl Harbor to 
V-J Day, the System met the continuously increasing war communica¬ 
tions needs of our country, and its experience in overcoming war 
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difficulties gives further assurance that it will meet the needs and oppor¬ 
tunities of peace. Today and tomorrow its welcome task is to make tele¬ 
phone service better than ever before and increasingly useful to more 
people. 

The System has the technical knowledge, the people, and the form of 
organization needed for the job. It has a full sense of its public responsi¬ 
bility. Its research laboratories are pioneers in extending the art of com¬ 
munications. Its manufacturing branch has the skill and facilities to 
produce and deliver a great volume and variety of equipment of ever- 
improving quality. Its physical plant has been kept in excellent con¬ 
dition throughout the war years, although it is now greatly overloaded. 
Bell System men and women did a magnificent job all through the war 
and are equally competent to give this country the best possible tele¬ 
phone service in peace. 

All the talents and physical assets of the Bell System have been 
developed under our system of private enterprise in the American 
atmosphere of freedom. This has produced the best telephone service 
in the world—a service that in extent and speed far surpasses that of 
any other nation. Ability and initiative have been encouraged and 
supervisory and management positions have been filled from the ranks. 
Over a period of many years the System has been free, under regula¬ 
tion, to earn enough to pay good wages with a return to investors suffi¬ 
cient to attract the new capital needed for expansion. This capital has 
been used to build increasingly better telephone plant which has been 
operated by increasingly efficient methods. Telephone users have had 
ever-improving service while the price has been reduced; telephone 
employees have had good wages which have risen in keeping with pro¬ 
gressive wage standards; and telephone stockholders have had a steady 
return on their savings invested in the business. 

Today, in the aftermath of war, the nation is exploring its resources 
and working toward a new equilibrium. The problems of human and 
physical readjustment have closely affected the Bell System as they have 
all business. These problems demand—and they are getting—the ut¬ 
most effort in order to insure the rendering of good telephone service all 
the time. The management of your Company was never more mindful 
of its duty to meet its public service obligation fully and to see that the 
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message gets through. It looks forward to providing more service and 
better service, more jobs and better jobs, than ever before. 

For the Board of Directors, 

President. 


February 15, 1946. 


Note: The management will solicit 'proxies for the Annual 
Meeting of Stockholders to he held on April 17, 194.6. It is ex¬ 
pected that a proxy statement and a form of proxy will he sent 
to stockholders in connection with such solicitation on or about 
March 9, 1946. 
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FINANCIAL STATEMENTS 


The Bell System Financial Statements which follow on pages 24 to 28, inclusive, consoli¬ 
date the accounts of American Telephone and Telegraph Company and the accounts of its 
principal telephone subsidiaries which are listed below. Indirectly controlled companies are 
indented under the immediately controlling company. 

New England Telephone and Telegraph Company 
New York Telephone Company 
New Jersey Bell Telephone Company 
The Bell Telephone Company of Pennsylvania 
The Diamond State Telephone Company 
The Chesapeake and Potomac Telephone Company 
The Chesapeake and Potomac Telephone Company of Baltimore City 
The Chesapeake and Potomac Telephone Company of Virginia 
The Chesapeake and Potomac Telephone Company of West Virginia 
Southern Bell Telephone and Telegraph Company 
The Ohio Bell Telephone Company 
Michigan Bell Telephone Company 
Indiana Bell Telephone Company 
Wisconsin Telephone Company 
Illinois Bell Telephone Company 
Northwestern Bell Telephone Company 
Southwestern Bell Telephone Company 
The Mountain States Telephone and Telegraph Company 
The Pacific Telephone and Telegraph Company 
Bell Telephone Company of Nevada 
Southern California Telephone Company 

The subsidiaries so consolidated comprise all operating telephone companies having assets 
in excess of $1,000,000, in which the American Company owns, directly or indirectly, securities 
representing more than 50% of the voting power. 

The companies consolidated have for many years maintained their accounts in accordance 
with Uniform Systems of Accounts prescribed for telephone companies by Federal authorities. 
The System of Accounts now in use was prescribed by the Federal Communications Commis¬ 
sion, effective January 1, 1937. 

Telephone Plant is shown in the Consolidated Balance Sheet in the aggregate of the amounts 
at which it is carried in the accounts of the individual companies consolidated. For the com¬ 
panies in the consolidated group, all intercompany security holdings, intercompany receivables 
and payables, and intercompany items of income and expense, except minor items which cannot 
readily be identified, are excluded. In the elimination of intercompany security holdings the 
difference between the aggregate cost of such securities to the companies owning them and the 
aggregate par value of such securities has been applied to reduce the combined surplus accounts 
of the companies consolidated* 
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The proportionate interest of the companies consolidated in subsidiaries not consolidated is 
included in the Consolidated Balance Sheet in the aggregate of the equities applicable thereto 
as computed from the accounts of these subsidiaries and the proportionate interest in their earn¬ 
ings is included in “Other Income” in the Consolidated Income Statement. 

Most of the telephone equipment, apparatus and materials used by the companies consoli¬ 
dated has been manufactured or procured for them by Western Electric Company, a subsidiary 
not consolidated, under contracts providing that the prices paid shall be as low as Western 
Electric Company’s prices to its most favored customers for like materials and services under 
comparable conditions. These items have been entered in the accounts of the telephone com¬ 
panies at cost to them, and are included in the Consolidated Financial Statements at such cost. 
This cost includes the return realized by Western Electric Company on its investment devoted 
to this business. 

Over the years, the companies consolidated have at times purchased plant from affiliates, on 
the basis of reproduction cost new less allowance for depreciation and have entered these pur¬ 
chases in their plant accounts at the price which they paid for the properties. Among these 
transactions were certain purchases by the New York Telephone Cpmpany from the American 
Telephone and Telegraph Company in the years 1925 to 1928, in which case the price paid 
for the properties exceeded by approximately $4,166,000 the amount at which they had been 
carried on the books of the American Company after deducting the related depreciation reserve. 
The Federal Communications Commission, in a decision handed down in December, 1943, 
held that, since these transactions were between affiliated companies, the New York Telephone 
Company should have taken the properties on its books at their cost to the American Company 
and credited its depreciation reserve with the same amount as the American Company had in 
its reserve in respect of the properties. The Commission thereupon ordered the New York 
Company to restate its plant accounts and depreciation reserve and to charge its surplus with 
$4,166,000, despite the fact that the greater portion of the property involved was no longer in 
service and had been written out of the plant accounts. The New York Company brought court 
action to test the validity of the order and, pending final determination of the matter, has been 
carrying approximately $4,166,000 in Surplus Reserved. Subsequent to the close of 1945 the 
United States Supreme Court sustained the order of the Commission, and it is expected that 
the required adjustments will be made in the 1946 accounts. Since there have been other 
intercompany purchases of plant which present similar questions, further adjustments in the 
accounts of companies consolidated may ultimately be required. 

Financial Statements of the American Telephone and Telegraph Company are shown on 
pages 30 to 33. 

Pierre W. Saxton 

Comptroller. 
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BELL SYSTEM FINANCIAL STATEMENTS 

(American Telephone and Telegraph Company and its Principal Telephone Subsidiaries) 

Consolidated Balance Sheet 


ASSETS 


Plant and Other Investments 

Telephone Plant (a)_ 

At December 31, 1945 this property was classified in the 
accounts of the companies as follows: 

Telephone Plant in Service_$5,619,071,464 

Telephone Plant under Construction- 48,563,614 

Property Held for Future Telephone Use_ 13,545,738 

Telephone Plant Acquisition Adjustment_ 20,875,741 

Miscellaneous Physical Property_ 

Investments in Subsidiaries not consolidated (b)_ 

Equities in Subsidiaries not consolidated in excess of investments 

therein_ 

U. S. Tax Refund Bonds_ 

Other Investments (b)_ 

Principally in non-controlled telephone companies. 

Sinking Funds_ 

Total Plant and Other Investments_ 

Current Assets 

Cash and Demand Deposits_ 

Temporary Cash Investments_ 

Includes in 1945, $138,292,000 U. S. Treasury tax notes; 
$247,052,939 other U. S. short-term obligations having a 
market value of $247,083,000; and $11,000,000 demand note 
of Western Electric Co. 

Special Cash Deposits_ 

Current Receivables_ 

Amounts due for service (less reserves amounting to $2,687,947 
at December 31,1945), working advances , interest and dividends 
receivable , etc. 

Material and Supplies_ 

Principally for construction and maintenance purposes. 

Total Current Assets__ 

Deferred Debits 

Post-War Refunds of Excess Profits Taxes_ 

Prepayments of Rents, Taxes, Directory Expenses, etc_ 

Unamortized Debt Discount and Expense... 

(After deduction of unamortized premium.) 

Other Deferred Debits__ 

Total Deferred Debits____ 


Total Assets. 


December 31 
*945 

$5,702,056,557 

December 31 

1944 

$5,512,395,054 

7,973,716 

198,966,053 

7,080,936 

199,731,480 

27,827,276 

5,730,086 

54,605,327 

25,801,322 

3,773,327 

57,589,770 

0 

575,000 

$5,997,159,015 

$5,806,946,889 

$ 49,422,938 

396,345,939 

$ 55,787,121 

389,295,168 

14,780,128 

217,910,673 

7,807,812 

201,109,303 

50,716,605 

43,188,654 

$ 729,176,283 

$ 697,188,058 

$ 16,121,899 

2,389,088 

$ 6,982,937 

15,372,728 
8,209,729 

20,710,741 

13,661,363 

$ 39,221,728 

$ 44,226,757 

$6,765,557,026 

$6,548,361,704 


For notes, see page 28 . 
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BELL SYSTEM FINANCIAL STATEMENTS 

(American Telephone and Telegraph Company and its Principal Telephone Subsidiaries) 
Consolidated Balance Sheet—Continued 
LIABILITIES 


Capital Stock (see page 29 ) 

American Telephone and Telegraph Company: 

Common Stock—Par Value--- 

Premiums on Capital Stock- 

Amount received in excess of par value. 

Subsidiaries Consolidated—stocks held by public: 

Common Stock--- 

Preferred Stock- 

Total Capital Stock_ 

Funded Debt (see page 29 ) 

American Telephone and Telegraph Company- 

Subsidiaries Consolidated--- 

Total Funded Debt_ 

Notes Sold to Trustee of Pension Funds (c) 

Subsidiaries Consolidated___ 

Current and Accrued Liabilities 

Accounts payable-—----- 

Advance billing for service and customers' deposits- 

Dividends payable- 

Other current liabilities (d)- 

Interest accrued- 

Taxes accrued----—- 

Total Current and Accrued Liabilities_ 

Deferred Credits- 

Depreciation and Amortization Reserves--- 

Provision to meet loss of investment in Telephone Plant upon 
its ultimate retirement from service. 

Surplus applicable to Stocks of Subsidiaries consolidated 
held by public--- 

Surplus applicable to Stock of A. T. & T. Co. 

Surplus Reserved... 

Includes reservation by American Tel. and Tel. Co. of $ 60 ,■ 
8 1 7,757 against general contingencies. 

Unappropriated Surplus (see page 27 )- 


Total Liabilities.. 


December 31 

*945 

$2,016,625,100 

329,269,678 


88,590,900 

17,904,300 

$2,452,389,978 


$ 650,639,200 
613,000,000 
$1,263,639,200 


$ 5,086,203 


$ 154,439,653 
37,946,387 
45,817,364 
• 47,454,784 

10,154,873 
318,026,516 

$ 613,839,577 
$ 14,369,794 

$2,051,763,026 


$ 5,158,827 


$ 70,069,268 

289,241,153 
$ 359,310,421 
$6,765,557,026 


December 31 

1 944 

$1,938,943,200 

298,139,237 

88,589,000 

17,904,300 

$2,343,575,737 


$ 728,321,100 
617,568,000 

$1,345,889,100 


$ 26,462,272 


$ 111,477,463 
33,288,902 
44,040,404 
18,516,734 
10,795,618 
344,285,959 

$ 562,405,080 
$ 10,928,944 

$1,882,844,252 


$ 4,920,250 


$ 70,679,268 

300,656,801 
$ 371,336,069 
$6,548,361,704 
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BELL SYSTEM FINANCIAL STATEMENTS 

(American Telephone and Telegraph Company and its Principal Telephone Subsidiaries) 


Consolidated Income Statement 


Operating Revenues 


Year 1945 


Year 1944 


Local Service Revenues (e)_ 

Revenues from local exchange service . 

Toll Service Revenues___ 

Revenues from long distance and local toll service. 

Miscellaneous Revenues_ 

Revenues derived from directory advertising, rents and miscel¬ 
laneous sources. 

Less: Uncollectible Operating Revenues... 

Provision for revenues which may be uncollectible. 

Total Operating Revenues_ 


Operating Expenses 

Current Maintenance_ 

Cost of inspection, repairs and rearrangements required to 
keep the plant and equipment in good operating condition. 

Depreciation and Amortization Expense__ 

Provision to meet loss of investment when depreciable property 
is retired from service, based on rates designed to spread this 
loss of investment uniformly over the service life of the prop¬ 
erty. Such provision represented approximately 4 % of average 
investment in depreciable plant in service. 

Traffic Expenses___ 

Costs incurred in the handling of messages, principally operators ' 
wages. 

Commercial Expenses_ 

Costs incurred in business relations with customers; pay station 
commissions; also the cost of directories, advertising , etc. 

Operating Rents________ 

Rents for the use of buildings, poles, conduits and other facilities. 

General and Miscellaneous Expenses: 

General Administration_ 

Accounting and Treasury Departments_ 

Development and Research (f)_ 

Provision for Employees' Service Pensions(g)_ 

Employees' Sickness, Accident, Death and Other Benefits_ 

Other General Expenses____ 

Less: Expenses Charged Construction___ 

Total Operating Expenses__ 

Net Operating Revenues (carried forward) _ 


$1,041,226,929 

$ 986,853,887 

829,998,953 

733,304,264 

63,122,595 

52,962,328 

3,459,025 

3,415,902 

$1,930,889,452 

$1,769,704,577 

$ 328,345,898 

$ 298,559,949 

205,179,332 

200,764,183 

403,275,843 

335,413,283 

144,311,642 

127,896,786 

16,526,834 

14,979,161 

17,425,404 

70,529,763 

11,893,413 

43,087,190 

18,913,056 

23,271,497 

8,844,363 

15,911,149 

62,268,265 

7,950,010 

38,336,726 

17,468,618 

23,714,931 

6,951,289 

$1,273,915,509 

$1,136,311,772 

$ 656,973,943 

$ 633,392,805 


For notes, see page 28. 
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BELL SYSTEM FINANCIAL STATEMENTS 

(American Telephone and Telegraph Company and its Principal Telephone Subsidiaries) 

Consolidated Income Statement—Continued 


Net Operating Revenues (brought forward) _ 

Operating Taxes 

Federal Income Taxes_ 

Federal Excess Profits Taxes_ 

Other Taxes—principally State, local and Social Security_ 


Year 1 945 
$ 656,973,943 


$ 105,426,085 
147,976,875 
146,513,710 


Year 1944 
$ 633,392,805 

$ 102,684,243 
173,627,076 
141,156,961 


Total Operating Taxes (h)_ 


$ 399,916,670 $ 417,468,280 


Net Operating Income (h)__ 

Other Income (») 

Dividends from subsidiaries not consolidated__ 

Proportionate interest in earnings (after dividends) of subsidiaries 

not consolidated___ 

Dividends from other companies___ 

Miscellaneous income_ 

Less: Miscellaneous deductions from income (g) (j)_ 

Income Available for Fixed Charces_ 

Interest Deductions-- 

Amortization of Debt Discount and Expense and other 

Fixed Charges--— 

Net Income_ 

Applicable to Stocks of Subsidiaries consolidated held by 
public 

Preferred Stock___ 

Common Stock_ 

Applicable to A. T. & T. Co. Stock- 


$ 257,057,273 


$ 13,489,131 

3,166,100 

3,592,558 

6,845,493 

53,745,544 

$ 230,405,011 
$ 45,839,571 

486,131 


$ 184,079,309 


$ 1,074,258 

5,947,211 

$ 177,057,840 


$ 215,924,525 


$ 13,608,605 

1,743,257 

3,610,623 

4,918,226 

15,018,928 

$ 224,786,308 
$ 47,563,011 

537,208 


$ 176,686,089 


$ 1,074,258 

5,755,270 


$ 169,856,561 


Consolidated Earnings per share of A. T. & T. Co. Stock 


$8.93 $8.89 


Analysis of Consolidated Unappropriated Surplus Applicable to American 
Telephone and Telegraph Company Stock-Year 1945 


Unappropriated Surplus —December 31, 1944_ 

Net Income applicable to American Tel. and Tel. Co. Stock_ 

Transfers from Surplus Reserved—Net._._____... 

Miscellaneous Additions___ 

Total Additions_ _ 

Dividends on American Tel. and Tel. Co. Stock_ 

Premiums and expenses in connection with debt redemption*_ 

Payment to Pension Fund in excess of current accruals*_ 

Telephone Plant Acquisition Adjustment written off_ 

Adjustments arising from net charges to surplus by subsidiaries not consolidated™. 
Miscellaneous Deductions.... 

Total Deductions__ _ 

Unappropriated Surplus —December 31, 1945__ 


$ 

300,656,801 

$ 

177,057,840 


610,000 


487,258 

$ 

178,155,098 

1 

178,387,946 


5,938,623 


1,689,122 


992,031 


1,011,147 


1,551,877 

$ 

189,570,746 


$ 289,241,153 


* See note (j) page 28. 
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NOTES TO BELL SYSTEM FINANCIAL STATEMENTS 


(a) Comprised of land and buildings, rights of way, poles, wire, cable, underground conduit, switchboards, 
telephones, vehicles, furniture, etc. The Uniform System of Accounts for Telephone Companies prescribed 
by the Federal Communications Commission requires, with certain exceptions, that the accounts, “Tele¬ 
phone Plant in Service/' “Telephone Plant under Construction" and “Property Held for Future Telephone 
Use" show the original cost of property at the time of its first dedication to the public use, whether by the 
accounting company or by a predecessor owner. The totals shown for Telephone Plant, which include the 
three accounts above mentioned and the amount classified as “Telephone Plant Acquisition Adjustment," 
represent substantially the cost of the plant to the individual companies with certain exceptions not con¬ 
sidered to have resulted in any material deviation from cost. Expenditures for patents have been charged 
off as incurred and thus are not included in the asset accounts. 

(b) These investments are, with minor exceptions, stated at cost. At December 31, 1945, securities in¬ 
cluded in Investments in Subsidiaries not consolidated at $28,338,000 and securities included in Other 
Investments at $629,592 were pledged under bond indentures. 

(c) 4% demand notes held by Trustee as investments of pension funds. 

(d) Includes at December 31, 1945, $24,946,837 representing amount unpaid (including premiums) on 
bonds and debentures called for redemption in 1945. 

(e) Includes $3,500,000 in each year which is subject to refund in the event of an adverse decision in a 
pending rate case. 

(f) Cost of development and research work carried on in behalf of the American Telephone and Telegraph 
Company by Bell Telephone Laboratories. 

(g) Total current accruals for employees’ service pensions amounted to $52,762,349 for 1945 and 
$47,118,866 for 1944, of which amounts $9,675,159 for 1945 and $8,782,140 for 1944 were charged to 
Miscellaneous Deductions from Income in order to comply with accounting requirements of the Federal 
Communications Commission. The companies and their independent public accountants consider that 
these latter amounts were, in fact, current operating expenses. 

(h) Provision for taxes, principally Federal excess profits taxes, was reduced by $38,581,528 in 1945 and 
$1,916,865 in 1944, with corresponding increases in Net Operating Income, by reason of items which were 
deductible from taxable income but were in the nature of surplus charges. The effect of such tax reductions 
on total Net Income has been offset by charging a portion of the items to Miscellaneous Deductions from 
Income. See Note (j). 

(i) Dividends received from the Western Electric Company in 1945 amounted to $11,935,380 and the 
proportionate interest in that company’s earnings for the year, after dividends, was $3,109,278. About 76% 
of Western Electric's sales for 1945 resulted from contracts with the U. S. Government and are subject to 
renegotiation. The company considers that the reserves which it has provided from earnings will be ade¬ 
quate to cover such refund, if any, as may be required. 

(j) Miscellaneous Deductions from Income include in 1945 $38,581,528, representing a portion of the 
items referred to in Note (h) sufficient to offset their tax effect. These items comprise principally $32,- 
770,011 of premiums and other charges in connection with debt redemptions and payments to pension 
funds of $12,295,156 in addition to current accruals. Likewise, there is included in 1944 $1,916,865, 
offsetting similar tax effects in that year. 
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Capital Stock (a) 

American Telephone and Telegraph Company: 

Par Value...._____.... 

Premiums_ 

New England Telephone and Telegraph Company_ 

Illinois Bell Telephone Company_ 

Mountain States Telephone and Telegraph Company_ 

Pacific Telephone and Telegraph Company: 

Common_,_ 

Preferred_ 

Other Principal Telephone Subsidiaries-.. 

Total Capital Stock_ 

Funded Debt 

American Telephone and Telegraph Company: 

Fifteen Year Convertible Debenture 3s, 1956_ 

Twenty-Five Year Debenture 3V4s, 1961_ 

Thirty Year Debenture 3V4s, 1966_ 

Thirty Year Debenture 234 s, 1970_ 

Thirty Year Debenture 234 s, 1975_:_ 

Thirty-Five Year Debenture 234s, 1976_ 

Thirty-Five Year Debenture 234 s, 1980_ 

New England Telephone and Telegraph Company: 

First Mortgage 5s, 1952, Series A_ 

First Mortgage 4Vis, 1961, Series B_ 

First Mortgage 3V4s, 1968, Series C_ 

First Mortgage 234s, 1975, Series D_ 

New York Telephone Company: 

Refunding Mortgage 3V4s, 1967, Series B_ 

Refunding Mortgage 3s, 1964, Series C_ 

Bell Telephone Company of Pennsylvania: 

Firsthand Refunding Mortgage 5s, 1960, Series C_ 

First and Refunding Mortgage 234s, 1976, Series D .. 

First and Refunding Mortgage 234s, 1973, Series E_ 

Diamond State Telephone Company: 

Thirty Year Debenture 3s, 1968_ 

Southern Bell Telephone and Telegraph Company: 

Twenty-Five Year Debenture 3V4s, 1962_ 

Thirty Year Debenture 234 s, 1972_ 

Forty Year Debenture 3s, 1979_ 

Forty Year Debenture 234s, 1985___ 

Illinois Bell Telephone Company: 

First Mortgage 234s, 1981, Series A_ 

Southwestern Bell Telephone Company: 

First and Refunding Mortgage 3Vis, 1964, Series B_ 

First and Refunding Mortgage 3s, 1968, Series C_ 

Forty Year Debenture 234s, 1985_ 

Mountain States Telephone and Telegraph Company: 

Thirty Year Debenture 3V4s, 1968_ 

Pacific Telephone and Telegraph Company: 

Refunding Mortgage 3V4s, 1966, Series B_ 

Refunding Mortgage 3V4s, 1966, Series C_ 

Forty Year Debenture 234s, 1985_ 

Total Funded Debt_ 


A mount 


$2,016,625,100 

329,269,678 

48,355,900 

1,126,100 

12,862,200 

26,230,500 

17,904,300 

16,200 

$2,452,389,978 


85,639.200 

(b) 

(b) 

140,000,000 

160,000,000 

90,000,000 

175,000,000 

35,000,000 

40,000,000 


20,000,000 

(b) 

75,000,000 


50,000,000 

20,000,000 

35,000,000 

3,000,000 

(b) 

35,000,000 

25,000,000 

45,000,000 

50,000,000 

(b) 

(b) 

75,000,000 

30,000,000 

(b) 

(b) 

75,000,000 

$1,263,639,200 


Increase 
During Year 


$ 77,681,900 
31,130,441 


1,900 

$108,814,241 


$(77,681,900) * 
(175,000,000)* 
(160,000,000)* 


160,000,000 

175,000,000 


( 20 , 000 , 000 )* 

20,000,000 

(25,000,000)* 


(45,000,000)* 


45,000,000 


(45,000,000)* 

(30,000,000)* 

75,000,000 


(29,652,000)* 

(24,916,000)* 

75,000,000 


* Decrease. 

(a) Common stock unless otherwise indicated. 

(b) Amount not yet presented for payment included in Other Current Liabilities. 


$(82,249,900)* 
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AMERICAN TELEPHONE AND TELEGRAPH COMPANY 


Balance Sheet 
ASSETS 


Plant and Other Investments 


Telephone Plant (a)_ 

At December 31 , 1945 this property was classified in the 


accounts as follows: 

Telephone Plant in Service_$ 593,698,760 

Telephone Plant under Construction_ 19,983,424 

Property Held for Future Telephone Use- 450,651 

Telephone Plant Acquisition Adjustment_ 1,313,676 

Investments in Subsidiaries (at cost—see page 34)_ 

Stocks_$2,565,825,109 

Advances- 33,489,261 

Other Investments (at cost—see page 34)_ 

Stocks_$ 42,356,036 

Advances_ 800,000 

U. S. Tax Refund Bonds_ 1,849,346 

Miscellaneous_ 679,558 


Total Plant and Other Investments. 


December 31 


*9 45 

$ 615,446,511 


December 31 
*944 


$ 575,412,380 


2,599,314,370 

45,684,940 


$3,260,445,821 


2,614,840,621 

46,934,407 


$3,237,187,408 


Current Assets 

Cash and Demand Deposits_ 

Temporary Cash Investments- 

Comprises at December 31 , 1945 $ 25 , 000,000 U. S. Treasury 
tax notes; $ 247 , 044,939 other U. S. short term obligations 
having a market value of $ 247 , 075 , 000 ; and $ 11 , 000,000 de¬ 
mand note of Western Electric Co. 

Special Cash Deposits- 

Current Receivables- 

Amounts due for service (less reserve amounting to $ 49,764 at 
December 31 , 1945 ), working advances , interest and dividends 
receivable , etc. 

Material and Supplies- 

Principally for construction and maintenance purposes. 

Total Current Assets- 


$ 11,454,082 

283,044,939 


1,740,408 

20,902,154 


8,390,723 


$ 325,532,306 


$ 12,853,038 

259,838,974 


1,757,514 

23,795,776 


6,458,750 


$ 304,704,052 


Deferred Debits 

Unamortized Debt Discount and Expense- 

(After deduction of unamortized premium.) 

Other Deferred Debits (e)_ 

Total Deferred Debits_ 

Total Assets_ 


$ 1,944,950 

13,154,804 
$ 15,099,754 

$3,601,077,881 


$ 2,319,408 

8,039,144 
$ 10,358,552 

$3,552,250,012 


For notes, see page 33. 
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AMERICAN TELEPHONE AND TELEGRAPH COMPANY 
Balance Sheet—Continued 
LIABILITIES 


Capital Stock 

Common Stock—par value ($100 per share)_ 

Authorized, 25 , 000,000 shares; outstanding at December 31 , 
1945 , 20 , 166,251 shares (b). 

Premiums on Capital Stock__ 

Amount received in excess of par value. 

Total Capital Stock_ 

Funded Debt (see page 29)- 


December 31 
*9 45 

$2,016,625,100 


December 31 


1944 

$1,938,943,200 


329,269,679 


$2,345,894,779 
$ 650,639,200 


298,139,237 


$2,237,082,437 
$ 728,321,100 


Current and Accrued Liabilities 

Dividend Payable--- - -- 

Accounts Payable (c)_ 

Interest Accrued__- 

Taxes Accrued_ 

Total Current and Accrued Liabilities 


$ 45.355.867 

33,885,532 
4,901,184 
48,916.550 
$ 133,059,133 


$ 43,578,907 

15,526,282 
4,432,165 
66.197,199 

$ 129,734,553 


Deferred Credits (e)- 


$ 12,592,895 $ 7,560,391 


Depreciation and Amortization Reserves - $ 224,877,367 $ 205,063,533 

Provision to meet loss of investment in Telephone Plant upon 
its ultimate retirement from service. 


Surplus 

Surplus Reserved ---- 

Includes $ 60 , 817,757 reserved against general contingencies. 


Unappropriated Surplus- 

Total Surplus__—... 

Analysis of change during 1945: 

Net Income (see page 32)_$171,640,228 

Miscellaneous additions- 115,194 

Total additions_’_$1 71,755,422 

Dividends declared-$178,387,946 

Premiums and expenses in connection with re¬ 
demption of debentures (j)- 3,554,494 

Miscellaneous deductions_ 286,473 

Total deductions-$ 182,228.913 

Net decrease.-$ 10,473,491 

Total Liabilities_ 


$ 60,817,757 

173,196,750 
$ 234,014,507 


$3,601,077,881 


$ 62,762,757 

181,725,241 
$ 244,487,998 


$3,552,250,012 
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AMERICAN TELEPHONE AND TELEGRAPH COMPANY 

Income Statement 


Operating Revenues Year 1945 

Toll Service Revenues_ $200,581,807 

License Contract Revenues- 25,335,861 

Received for services furnished telephone companies. 

Miscellaneous Revenues- 8,600,457 

Less: Uncollectible Operating Revenues- 622,071 

Total Operating Revenues _ $233,896,054 


Operating Expenses (d) 

Current Maintenance (e)- $ 36,261,966 

Depreciation Expense_ 24,236,120 

Traffic Expenses....- 28,120,600 

Commercial Expenses- 9,289,083 

Operating Rents- 9,113,652 

General Administration- 7,790,543 

Accounting and Treasury Expenses- 5,176,852 

Development and Research (f)- 11,893,413 

Provision for Employees’ Service Pensions (g)- 3,163,924 

Employees’ Sickness, Accident, Death and Other Benefits- 1,343,924 

Other General Expenses-•- 4,539,405 

Less: Expenses Charged Construction. 685,496 

Total Operating Expenses -1-$140,243,986 

Net Operating Revenues - $ 93,652,068 


Operating Taxes 

Federal Income Taxes- $ 20,216,000 

Federal Excess Profits Taxes (h)- 23,340,000 

Other Taxes—principally State, local and Social Security- 10,053,635 

Total Operating Taxes -$ 53,609,635 

Net Operating Income (h)_$ 40,042,433 

Dividend Income (i)- 165,653,470 

Interest Income - 4,591,394 

Miscellaneous Income- 746,913 

Less: Miscellaneous Deductions from Income (g) (j) - 17,014,884 

Total Income -$194,019,326 

Interest Deductions- 1 - 22,257,999 

Amortization of Debt Discount and Expense—net- 121,099 

Net Income-;- $171,640,228 


Earnings per share... .. .-...— $ 8.66 


Year 1944 
$198,610,965 
23,216,810 

8,170,119 

946,035 

$229,051,859 


$ 34,300,381 
22,793,688 
32,124,421 
10,147,086 
7,785,388 
6,958,354 
4,819,637 
7,950,010 
2,795,661 
1,125,484 
4,649,844 
463,755 

$134,986,199 

$ 94,065,660 


$ 18,079,000 
41,998,000 
10,123,337 

$ 70,200,337 

$ 23,865,323 

159,599,787 

4,135,680 

595,295 

1,918,411 

$186,277,674 

22,987,149 

124,911 

$163,165,614 


$8.54 
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AMERICAN TELEPHONE AND TELEGRAPH COMPANY 
Notes to Balance Sheet and Income Statement 

(a) Comprised of land and buildings, rights of way, poles, wire, cable, underground conduit, switchboards, 
vehicles, furniture, etc. The Uniform System of Accounts for Telephone Companies prescribed by the 
Federal Communications Commission requires, with certain exceptions, that the accounts, “Telephone Plant 
in Service,” “Telephone Plant under Construction” and “Property Meld for Future Telephone Use” show 
the original cost of property at the time of its first dedication to the public use, whether by the accounting 
company or by a predecessor owner. The totals shown for Telephone Plant, which include the three ac¬ 
counts above mentioned and the amount classified as “Telephone Plant Acquisition Adjustment,” represent 
substantially the cost of the plant to the Company with certain exceptions not considered to have resulted 
in any material deviation from cost. Expenditures for patents have been charged off as incurred and thus 
are not included in the asset accounts. 

(b) 856,392 authorized and unissued shares are reserved for conversion of the Company’s Fifteen Year 3% 
Convertible Debenture Bonds. The present conversion price is $140 per share, subject to adjustment as 
provided in the Indenture. 

(c) Includes at December 31, 1945, $15,699,600 representing amount unpaid (including premiums) on 
debentures called for redemption in 1945. 

(d) Incurred principally in connection with the Company’s long distance communication services and in 
the performance of License Contract services furnished telephone companies. 

(e) Current Maintenance includes $5,000,000 in each year to provide for certain expected post war expen 
ditures which were being deferred because of lack of manpower and materials. Total accruals for this pur¬ 
pose aggregating $11,500,000 are included in the Balance Sheet as Deferred Credits and funds in equivalent 
amount are included in Other Deferred Debits. 

(f) Cost of development and research work carried on in behalf of the Company by Bell Telephone Lab¬ 
oratories. 

(g) The total provision for employees’ service pensions amounted to $3,710,423 for 1945 and $3,303,961 
for 1944, of which amounts $546,499 for 1945 and $508,300 for 1944 were charged to Miscellaneous De¬ 
ductions from Income in order to comply with accounting requirements of the Federal Communications 
Commission. The Company and its independent public accountants consider that these latter amounts 
were, in fact, current operating expenses. 

(h) Provision for Federal excess profits taxes was reduced by $15,678,072 in 1945 and $588,146 in 1944, 
with corresponding increases in Net Operating Income, by reason of items which were deductible from 
taxable income but were in the nature of surplus charges. The effect of such tax reductions on total Net 
Income has been offset by charging a portion of the items to Miscellaneous Deductions from Income. See 
Note (j). 

(i) Includes dividends from subsidiaries in the amount of $162,779,920 for 1945 and $156,758,255 for 
1944. 

(j) Miscellaneous Deductions from Income include in 1945 $15,678,072, representing a portion of the 
items referred to in Note (h) sufficient to offset their tax effect. These items comprise principally $18,- 
443,429 of premiums and other charges in connection with debt redemptions. Likewise, there is included 
in 1944 $588,146, offsetting similar tax effects in that year. 
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AMERICAN TELEPHONE AND TELEGRAPH COMPANY 

Investments in Stocks and Advances—December 31, 1945 


Subsidiaries 

New England Tel. & Tel. Co_ 

New York Tel. Co_ 

New Jersey Bell Tel. Co_ 

Bell Tel. Co. of Pennsylvania_ 

Diamond State Tel. Co_ 

Chesapeake & Potomac Tel. Co_ 

Chesapeake & Potomac Tel. Co. of Balt. City.... 

Chesapeake & Potomac Tel. Co. of Va_ 

Chesapeake & Potomac Tel. Co. of W. Va_ 

Southern Bell Tel. & Tel. Co_ 

Ohio Bell Tel. Co_ 

Michigan Bell Tel. Co_ 

Indiana Bell Tel. Co_ 

Wisconsin Tel. Co_______ 

Illinois Bell Tel. Co.. .. 

Northwestern Bell Tel. Co._ 

Southwestern Bell Tel. Co_ 

Mountain States Tel. & Tel. Co_ 

Pacific Tel. & Tel. Co__ _ 

Pacific Tel. & Tel. Co.—Preferred... 

Bell Telephone Laboratories, Inc_ 

Western Electric Co., Inc_ 

195 Broadway Corporation_ 

Eastern Tel. & Tel. Co. (Canada)_ 

Total_ 


Capital Stocks ( 

a) 

Advances 

Par Value 

% of Total 

Book Value 


of Holdings 

Outstanding 

(Cost) 

Face Value 

$107,214,200 

68.92 $ 

112,165,721 


421,300,000 

100.00 

444,280,335 


140,000,000 

100.00 

153,667,184 


130,000,000 

100.00 

136,316,050 

. 

7,000,000 

100.00 

7,700,000 


50,000,000 

100.00 

51,000,000 

$ 650,000 

50,000,000 

100.00 

51,467,862 

4,200,000 

45,000,000 

100.00 

45,000,000 

5,375,000 

19,000,000 

100.00 

19,000,000 

3,825,000 

175,000,000 

100.00 

176,817,298 

_ 

159,999,800 

99.99 

160,042,098 


159,986,000 

99.99 

160,398,232 


40,999,100 

99.99 

41,585,586 

1,634,261 

47,200,000 

100.00 

50,423,835 

_ 

161,372,900 

99.31 

166,853,699 


125,000,000 

100.00 

126,039,490 


182,998,900 

99.99 

186,251,978 


35,187,500 

73.23 

36,592,463 

5,050,000 

219,894,500 

89.34 

215,552,684 

11,900,000 

64,095,700 

78.17 

55,999,180 

_ 

6,750,000 

(b) 50.00 

6,750,000 


(c) 

99.46 

144,331,414 

(d) 

17,500,000 

100.00 

17,515,000 

855,000 

75,000 

100.00 

75,000 



.. . $2,565,825,109 

$33,489,261 


Other Companies 


Southern New England Tel. Co_$ 13,337,400 

Cincinnati & Suburban Bell lei. Co- 8,986,100 

Bell Telephone Company of Canada.. 18,749,800 

Cuban American Tel. & Tel. Co_ 432,500 


Cuban American Tel. & Tel. Co.—Preferred- 140,000 


33.34 $ 13,649,213 $ 800,000 

29.73 9,549,540 _ 

21.67 18,854,783 _ 

50.00 162,500 _ 

50.00 140,000 _ 


Total 


_ $ 42,356,036 $ 800,000 


(a) Common stocks unless otherwise indicated. 

(b) Remaining shares owned by Western Electric Company. 

(c) 5,967,696 shares—no par value. 

(d) Excludes $11,000,000 demand note carried as a temporary cash investment. 



































































CERTIFICATE OF AUDIT 


New York, N. Y., February 15, 1946. 

To the Stockholders of American Telephone 

and Telegraph Company: 

We have examined the balance sheet of American Telephone and Telegraph 
Company as at December 31, 1945, the consolidated balance sheet of the company 
and its principal telephone subsidiaries as at December 31, 1945, and the related 
income statements for the year then ended, have reviewed the systems of internal 
control and the accounting procedures of the company and its subsidiaries consoli¬ 
dated and, without making a detailed audit of the transactions, have examined or 
tested accounting records of the companies and other supporting evidence, by 
methods and to the extent we deemed appropriate. Our examination was made in 
accordance with generally accepted auditing standards applicable in the circum¬ 
stances and included all procedures which we considered necessary. 

Examinations of similar scope have been made by us of the balance sheets as at 
December 31, 1945 and of the statements of income and surplus for the year 1945 
of the principal nonconsolidated subsidiaries of American Telephone and Tele¬ 
graph Company, except Western Electric Company, Incorporated, and its sub¬ 
sidiaries, and we have reviewed accounting reports for the year 1945 rendered to 
American Telephone and Telegraph Company by all other nonconsolidated sub¬ 
sidiaries. The consolidated balance sheet of Western Electric Company, Incor¬ 
porated, and its 100% directly-owned subsidiaries as at December 31, 1945 and the 
consolidated statements of income and surplus of these companies for the year 
1945, with certificate of examination thereof by other independent accountants, 
have been furnished to us. 

In our opinion, the financial statements (pages 30 to 33) and the consolidated 
financial statements (pages 22 to 28) present fairly the position at December 31, 
1945 and the results of operations for the year 1945 of American Telephone and 
Telegraph Company and the consolidated position at December 31, 1945 and the 
consolidated results of operations for the year 1945 of the company and its prin¬ 
cipal telephone subsidiaries, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 

Lybrand, Ross Bros. & Montgomery 
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TRUSTEE’S REPORT OF PENSION TRUST FUND ESTABLISHED 
BY AMERICAN TELEPHONE AND TELEGRAPH COMPANY 

Balance in Fund-December 31, 1944 __$ 34,485,623.04 


Additions to Fund During 1945— 

Payments into Fund by Company-— 

Interest Revenue, including gain or loss on investments dis¬ 
posed of- 

Total Additions- 

Disbursements for Pensions During 1945- 

Net Increase in Fund--- 

Balance in Fund-December 31, 1945 - 


$ 3,710,423.00 

1,516,474.86 

$ 5,226,897.86 
881,418.50 


4,345,479.36 
$ 38,831,102.40 


Comprised qp 

Bonds of Bell Telephone Companies-$ 2,442,314.50 

U. S. Government Obligations- 26,513,413.31 

Public Utility, Railroad and Industrial Bonds- 9,519,873.70 


Cash and accrued interest not due- 


Total 


$ 38,831,102.40 


Note: Securities are shown on amortized basis. 


New York, N. Y.—January 31, 1946. 


Bankers Trust Company, Trustee 

By W. B. Dunckel 
Vice President. 


CONSOLIDATED STATEMENT OF PENSION TRUST FUNDS 
ESTABLISHED BY AMERICAN TELEPHONE AND TELEGRAPH 
COMPANY AND ITS PRINCIPAL TELEPHONE SUBSIDIARIES 


Balance in Funds—December 31, 1944 - 

Additions to Funds During 1945— 

Payments into Funds by Companies-$65,149,047.83 

Interest Revenue, including gain or loss on investments dis¬ 
posed of- 13,837,508.29 

Total Additions -$78,986,556.12 

Disbursements for Pensions During 1945-.- 11,066,185.81 

Net Increase in Funds_ 

Balance in Funds—December 31, 1945 - 


$375,414,795.88 


67,920,370.31 

$443,335,166.19 


Comprised of— 

4% Demand Notes of Bell Telephone Companies-$ 5,086,202.82 

Bonds of Bell Telephone Companies- 45,681,794.91 

U. S. Government Obligations- 277,483,654.93 

Public Utility, Railroad and Industrial Bonds- 102,714,800.90 

Cash and accrued interest not due- 12,368,712.63 


Total __ _ —_$443,335,166.19 


Note: Securities are shown on amortized basis. 

We certify that the above consolidated statement of the Pension Trust Funds established by the Ameri¬ 
can Telephone and Telegraph Company and its Principal Telephone Subsidiaries, for which Funds this 
company is Trustee, is correct. 

Bankers Trust Company, Trustee 

By W. B. Dunckel 
Vice President. 


New York, N. Y.—February 1, 1946. 
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(b) For the year 1945 there were approximately 85,8//,UUU average daily local conversations and *,o/i,uuu toil and long distance 
an increase of 4.8% and 13.2%, respectively, over the year 1944. 

(c) In addition the Western Electric Company and the Bell Telephone Laboratories had 87,227 employees on December 31, 1945. 
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TELEPHONES 

BELL SYSTEM AND CONNECTING 

IN MILLIONS 
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LONG-DISTANCE 
TELEPHONE CONVERSATIONS 
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AMERICAN TEL. AND TEL CO. 
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The number of stockholders of record of the Company on December 31, 1945 was 
683,897 as compared with 668,013 at the end of 1944. The average number of shares 
held per stockholder at the end of the year was 29Vi. Of the total shares 42.8 per cent 
were held by women; 26.1 per cent by men; 8.3 per cent in joint accounts; 21.2 per 
cent by trustees, insurance companies, corporations, private firms, etc.; and 1.6 per cent 
were in the names of brokers. More than half of the stockholders held 10 shares or less 
each and no stockholder of record held as much as one-half of one per cent of the total 
stock outstanding. 

There were also at the end of 1945 about 26,500 holders of common stock and 2.700 
Holders of preferred stock of the Company’s principal telephone subsidiaries. Allowing 
for duplications in these totals, there were about 700,000 owners of stock of the Com¬ 
pany and its principal telephone subsidiaries. 


CONSOLIDATED BOOK EQUITY 
PER SHARE OF A.T.&T. CO. STOCK 
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Printed in U.S.A. 





